ANNEX U

IPCC Reference Approach for Estimating CO. Emissions from Fossil Fuel
Combustion

It is possible to estimate carbon dioxide (CO,) emissions from fossil fuel consumption using alternative
methodologies and different data sources than those described in Annex A. For example, the UNFCCC reporting
guidelines request that countries, in addition to their “bottom-up” sectoral methodology, to complete a "top-down"
Reference Approach for estimating CO, emissions from fossil fuel combustion. Section 1.3 of the Revised 1996
IPCC Guidelines for National Greenhouse Gas Inventories: Reporting Instructions states, “If a detailed, Sectoral
Approach for energy has been used for the estimation of CO, from fuel combustion you are dtill asked to
complete...the Reference Approach...for verification purposes’ (IPCC/UNEP/OECD/IEA 1997). This reference
method estimates fossil fuel consumption by adjusting national aggregate fuel production data for imports, exports,
and stock changes rather than relying on end-user consumption surveys. The basic principle is that once carbon-
based fuels are brought into a national economy, they are either saved in some way (e.g., stored in products, kept in
fuel stocks, or left unoxidized in ash) or combusted, and therefore the carbon in them is oxidized and released into
the atmosphere. Accounting for actual consumption of fuels at the sectoral or sub-national level is not required.
The following discussion provides the detailed calculations for estimating CO, emissions from fossil fuel
combustion from the United States using the | PCC-recommended Reference Approach.

Step 1: Collect and Assemble Data in Proper Format

To ensure the comparability of nationa inventories, the IPCC has recommended that countries report
energy data using the International Energy Agency (IEA) reporting convention. National energy statistics were
collected in physical units from several DOE/EIA documents in order to obtain the necessary data on production,
imports, exports, and stock changes (EIA 2001a).

It was necessary to make a number of modifications to these data to generate more accurate apparent
consumption estimates of these fuels. The first modification adjusts for consumption of fossil fuel feedstocks
accounted for in the Industrial Processes chapter, which include unspecified coal for coal coke used in iron and steel
production, natural gas used for ammonia production, and petroleum coke used in the production of auminum,
ferroalloys, and titanium dioxide. The second modification adjusts for consumption of bunker fuels, which refer to
quantities of fuels used for international transportation estimated separately from U.S. totals. The third modification
consists of the addition of U.S. territories data that are typically excluded from the national aggregate energy
statistics. The territories include Puerto Rico, U.S. Virgin Ilands, Guam, American Samoa, Wake Island, and U.S.
Pacific Islands. These data, as well as the production, import, export, and stock change statistics, are presented in
Table U-1.

The carbon content of fuel varies with the fuel's heat content. Therefore, for an accurate estimation of CO,
emissions, fuel statistics were provided on an energy content basis (e.g., BTUs or joules). Because detailed fuel
production statistics are typically provided in physical units (as in Table U-1), they were converted to units of
energy before CO, emissions were calculated. Fuel statistics were converted to their energy equivaents by using
conversion factors provided by DOE/EIA. These factors and their data sources are displayed in Table U-2. The
resulting fuel type-specific energy data are provided in Table U-3.

Step 2: Estimate Apparent Fuel Consumption

The next step of the IPCC Reference Approach is to estimate "apparent consumption" of fuels within the
country. This requires a balance of primary fuels produced, plus imports, minus exports, and adjusting for stock
changes. In this way, carbon enters an economy through energy production and imports (and decreases in fuel
stocks) and is transferred out of the country through exports (and increases in fuel stocks). Thus, apparent
consumption of primary fuels (including crude oil, natural gas liquids, anthracite, bituminous, subbituminous and
lignite coal, and natural gas) can be calculated as follows:
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Apparent Consumption = Production + Imports - Exports - Sock Change

Flows of secondary fuels (e.g., gasoline, residual fuel, coke) should be added to primary apparent
consumption. The production of secondary fuels, however, should be ignored in the calculations of apparent
consumption since the carbon contained in these fuels is already accounted for in the supply of primary fuels from
which they were derived (e.g., the estimate for apparent consumption of crude oil already contains the carbon from
which gasoline would be refined). Flows of secondary fuels should therefore be calculated as follows:

Secondary Consumption = Imports - Exports - Sock Change

Note that this calculation can result in negative numbers for apparent consumption of secondary fuels. This
result is perfectly acceptable since it merely indicates a net export or stock increase in the country of that fuel when
domestic production is not considered.

Next, the apparent consumption and secondary consumption need to be adjusted for feedstock uses of fuels
accounted for in the Industrial Processes chapter, international bunker fuels, and U.S. territory fuel consumption.
Bunker fuels and feedstocks accounted for in the Industrial Processes chapter are subtracted from these estimates,
while fuel consuptionin U.S. territoriesis added.

The IPCC Reference Approach calls for estimating apparent fuel consumption before converting to a
common energy unit. However, certain primary fuels in the United States (e.g., natural gas and steam coal) have
separate conversion factors for production, imports, exports, and stock changes. 1n these cases, it is not appropriate
to multiply apparent consumption by a single conversion factor since each of its components have different heat
contents. Therefore, United States fuel statistics were converted to their heat equivalents before estimating apparent
consumption. Results are provided in Table U-2.

Step 3: Estimate Carbon Emissions

Once apparent consumption is estimated, the remaining calculations are virtually identical to those for the
“bottom-up” Sectoral Approach (see Annex A). Thatis:

e Potential CO, emissions were estimated using fuel-specific carbon coefficients (see Table U-3).1

e The carbon in products from non-energy uses of fossil fuels (e.g., plastics or asphalt) was then estimated
and subtracted (see Table U-4).

e Finaly, to obtain actua CO, emissions, net emissions were adjusted for any carbon that remained
unoxidized as aresult of incomplete combustion (e.g., carbon contained in ash or soot).2

Step 4: Convert to CO2 Emissions

Because the IPCC reporting guidelines recommend that countries report greenhouse gas emissions on a full
molecular weight basis, the final step in estimating CO, emissions from fossil fuel consumption was converting
from units of carbon to units of CO,. Actual carbon emissions were multiplied by the molecular-to-atomic weight
ratio of CO, to carbon (44/12) to obtain total carbon dioxide emitted from fossil fuel combustion in teragrams (Tg).
Theresults are contained in Table U-5.

Comparison Between Sectoral and Reference Approaches

These two alternative approaches can both produce reliable estimates that are comparable within a few
percent. The major difference between methodologies employed by each approach lies in the energy data used to
derive carbon emissions (i.e., the actual surveyed consumption for the Sectoral Approach versus apparent

1 Carbon coefficients from EIA were used wherever possible. Because EIA did not provide coefficients for coal, the
IPCC-recommended emission factors were used in the top-down calculations for these fuels. See notes in Table U-4 for more
specific source information.

2 For the portion of carbon that is unoxidized during coal combustion, the IPCC suggests a global average value of 2
percent. However, because combustion technologies in the United States are more efficient, the United States inventory uses 1
percent in its calculations for petroleum and coal and 0.5 percent for natural gas.
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consumption derived for the Reference Approach). In theory, both approaches should yield identical results. In
practice, however, dight discrepancies occur. For the United States, these differences are discussed below.

Differences in Total Amount of Energy Consumed

Table U-73 summarizes the differences between the Reference and Sectoral approaches in estimating total
energy consumption in the United States. Although theoretically the two methods should arrive at the same estimate
for U.S. energy consumption, the Reference Approach provides an energy total that is 2.9 percent lower than the
Sectoral Approach for 2000. The greatest difference lies in the higher estimate of petroleum consumption with the
Sectoral Approach (3.5 percent).

There are several potential sources for the discrepanciesin consumption estimates:

e Product Definitions. The fuel categories in the Reference Approach are different from those used in the
Sectoral Approach, particularly for petroleum. For example, the Reference Approach estimates apparent
consumption for crude oil. Crude oil is not typically consumed directly, but refined into other products. As
a result, the United States does not focus on estimating the energy content of the various grades of crude
oil, but rather estimating the energy content of the various products resulting from crude oil refining. The
United States does not believe that estimating apparent consumption for crude oil, and the resulting energy
content of the crude oil, is the most reliable method for the United States to estimate its energy
consumption. Other differences in product definitions include using sector-specific coal statistics in the
Sectoral Approach (i.e., residential, commercial, industrial coking, industrial other, and transportation
coal), while the Reference Approach characterizes coal by rank (i.e. anthracite, bituminous, etc.). Also, the
liquefied petroleum gas (LPG) statistics used in the bottom-up calculations are actually a composite
category composed of natural gasliquids (NGL) and LPG.

e Heat Equivalents. It can be difficult to obtain heat equivalents for certain fuel types, particularly for
categories such as "crude oil" where the key statistics are derived from thousands of producers in the
United States and abroad. For heat equivalents by coal rank, it was necessary to refer back to EIA’s Sate
Energy Data Report 1992 (1994) because this information is no longer published.

e Possible inconsistenciesin U.S. Energy Data. The United States has not focused its energy data collection
efforts on obtaining the type of aggregated information used in the Reference Approach. Rather, the
United States believes that its emphasis on collection of detailed energy consumption data is a more
accurate methodology for the United States to obtain reliable energy data. Therefore, top-down statistics
used in the Reference Approach may not be as accurately collected as bottom-up statistics applied to the
Sectoral Approach.

e Balancing Item. The Reference Approach uses apparent consumption estimates while the Sectora
Approach uses reported consumption estimates. While these numbers should be equal, there always seems
to be adlight difference that is often accounted for in energy statistics as a “balancing item.”

Differences in Estimated CO, Emissions

Given these differences in energy consumption data, the next step for each methodology involved
estimating emissions of CO,. Table U-8 summarizes the differences between the two methods in estimated carbon
emissions.

As mentioned above, for 2000, the Reference Approach resulted in a 2.9 percent lower estimate of energy
consumption in the United States than the Sectoral Approach. However, the resulting emissions estimate for the
Reference Approach was 0.6 percent lower. Both methods’ estimates of natural gas emissions are almost exactly the
same, but coal emission estimates from the Reference Approach are lower than the Sectoral Approach, while higher
for petroleum. Potential reasons for these differences may include:

e Product Definitions. Coal datais aggregated differently in each methodology, as noted above. The format
used for the Sectoral Approach likely results in more accurate estimates than in the Reference Approach.
Also, the Reference Approach relies on a"crude oil" category for determining petroleum-related emissions.

3 Although complete energy consumption data and calculations are not presented, comparison tables are a so presented
for 1996.
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Given the many sources of crude oil in the United States, it is not an easy matter to track potential
differences in carbon content between many different sources of crude, particularly since information on
the carbon content of crude ail is not regularly collected.

e Carbon Coefficients. The Reference Approach relies on several default carbon coefficients by rank
provided by IPCC (IPCC/UNEP/OECD/IEA 1997), while the Sectoral Approach uses annually updated
category-specific coefficients by sector that are likely to be more accurate. Also, as noted above, the
carbon coefficient for crude oil is more uncertain than that for specific secondary petroleum products, given
the many sources and grades of crude oil consumed in the United States.

Although the two approaches produce similar results, the United States believes that the “bottom-up”
Sectoral Approach provides a more accurate assessment of CO, emissions at the fuel level. This improvement in
accuracy is largely a result of the data collection techniques used in the United States, where there has been more
emphasis on obtaining the detailed products-based information used in the Sectora Approach than obtaining the
aggregated energy flow data used in the Reference Approach. The United States believes that it is valuable to
understand both methods.
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Table U-5: 2000 Non-Energy Carbon Stored in Products

Consumption for Carbon

Non-Energy Use Carbon Coefficients Content Fraction  Carbon Stored
Fuel Type (TBtu) (Tg Carbon/QBtu) (Tg Carbon)  Sequestered (Tg CO2Eq.)
Coal 26.4 25.56 0.7 0.75 1.9
Natural Gas 3424 14.47 5.0 0.63 115
Asphalt & Road Oil 1,275.7 20.62 26.3 1.00 96.5
LPG 1,707.3 16.88 28.8 0.63 66.8
Lubricants 370.6 20.24 75 0.09 25
Pentanes Plus 286.8 18.24 5.2 0.63 12.1
Petrochemical Feedstocks a a a a 54.9
Petroleum Coke 1414 27.85 39 0.50 72
Special Naptha 97.4 19.86 19 0.00 0.0
Waxes/Misc. a a a a 135
Misc. U.S. Territories Petroleum a a a a 16.5
Total 2834

[a] Values for Misc. U.S. Territories Petroleum, Petrochemical Feedstocks and Waxes/Misc. are not shown because these categories are

aggregates of numerous smaller components.

Note: Totals may not sum due to independent rounding.

Tahle U-6: 2000 Reference Approach CO: Emissions from Fossil Fuel Consumption [Ty CO: Eq. unless otherwise

noted)

Potential Carbon Net Fraction Total
Fuel Category Emissions  Sequestered Emissions Oxidized Emissions
Coal 1,986.4 19 1,984.5 99.0% 1,964.7
Petroleum 2,720.3 270.0 2,450.3 99.0% 2,425.8
Natural Gas 1,218.8 115 1,207.3 99.5% 1,201.3
Total 5,925.5 283.4 5,642.2 - 5,591.8

Note: Totals may not sum due to independent rounding.

U-9



0002-066T :SUIS pUB SUOISSIWT SB9 asnoyuaals ‘S’ Jo AIoJusAul 0T-N

*S31101L48] *S"N Sapnjoul “Bulpunol Juspuadapul 01 anp WIS 10U AeW S[eI10] 810N

%4SG0°0 Pe93X3 10U S90Q +

%9'T %Z'T %0°Z %S'T %50 %L0 %€ 0- %b0- %6°0- %L0- %0'T- wnajonad
%E'0- + %T°0- %L 0- %20 %T0- %T'0- %T°0- %0'0- %70 %6'T se9 [einjeN
%Z'€- %Iz %E'Z- %8'0- %b'T- %LT- %2 0- %9'T- 9%6'0- %9'T- %C'E [e0D
9%9'0- %2 0- + %20 %E'0- %E"0- %2 0- %b"0- %L'0- %80 %I'T 30UBIRHIT
8'qer'e v'6lET 6'92€'C 19/2¢ 8'9€2'C 9'99T'Z 6'€9T'C R ZANA 9'6/0C 1'820C 0802 wnajonad
£T02'T 8'GhT'T FATAN L'8ST'T 9'09T'T eorT'T 0'€60'T 8T.0'T g've0'T L'900'T ¥'200'T se9 [einjeN
L'796'T 6'GT6'T 9'G06'T GYT6'T £'258'T eT9L'T 8'8/.'T T'68L'T 0'989'T 8/59'T 6'97.'T [e0d
8'165'S T'LEV'S L'1GE'S £6YE'S L'6¥Z'S 7'190'G 8'GE0'G L'TE6'Y G008y 7669y £ee8'y (1uareddy) aouaiajay
7'88€'C eorE'T £082'C 0ere'e 9622 6'0ST'Z 8°0.T'C £9TT'Z 9'860'C 9270z 7'860'C wnajonad
802’7 TTT 8'GeT'T L'99T'T v29T'T TYT'T 9'€60'T €0.0'T 0'GE0'T 7°900'T 8'886 se9 [einjeN
1°0£0'C 6'956'T L'6v6'T G0S6'T 7'8/8'T L'T6L'T 978L'T TY9L'T 20T 07891 9'269'T %)
1'€29'S v'8rr's §'66e'S 76EE'S £992'G 8'780'G 0'.70'G L0567 8'Ge8'y 8ZelL'y 96LL'Y [£10108S
0002 6661 8661 1667 9667 G66T 66T €667 2667 1661 0667 yoeoiddy
'h3 209 61) yaeolddy funemnsy Aq uonsnquiod jan4 [1Sso4 wolj SUCISSINI 09 :8-n dlqel
‘Buipunol Juapuadapul 0} anp wins Jou Aew S[el0] 810N
%S00 Pe33X3 10U S80( +
S9110]11I3) *S'N S|PN|au] «
%G°€- %8¢ %8°€- %L V- %81 %9Y- %0°G- %L Y- %Z'9- %E9- %T'9- wnajonad
%€'0- + %T'0- %L°0- %T'0- %T°0- %T'0- %10 + %T°0- %6'T se9 [einieN
%9'p- %9°€- %L'€- %T'C- %8'C- %Te- %L'T- %Te- %G'C- %Z'€- %E'T [e0d
%6'C- %Lz %L'C- %Lz %6'Z- %6'Z- %8'Z- %6'Z- %9'€- %8¢ %Iz 90UBIaHIQ
T°087'LE 1'806'9¢ €'/€6'GE 6'€02'SE €GBy e zozr'ee 6'G62'ES G'885'€E T'928'T¢E GTET'TE 6'728'TE wnajonad
72622 £'816'TC 0'025'TZ 6'G5T'2Z N TANAA S6.T2 G'0T6'02 L'99%'02 T1°25L'6T 0'v72'6T 8'792'6T se9 [einjeN
1’82202 1'88T'02 170702 208202 8'/95'6T 7'709'8T G'T16.'8T G'6EE'ST 9'/18'/T 6'867'LT 1'807'8T [e0d
0'T8T'08 L'GT0'6. v'19G'2L 6'685'LL v'ereol 8'sT8'eL 6'266'2L 9'798'TL 8'G6£'69 7'7€6'L9 8'/6v'69 (1uareddy) aouaisjay
0'9£8'8S 6'78€'8E 8'6£€'LE RTINS 9°/T2'9¢ 8'GT0'GE 9%50'GE 9'9pT'vE 7'526'se 0¢8z'ee ¥'806'cE wnajonad
0'8£0'€T 6'L06TC V'2€5'Te 820822 S XANAAS T€18'TC §T26'0C T'LE7'0C G'GGL'6T 9'¢EZ'6T 7T16'8T se9 [einjeN
£'2EL'TT 6'67602 0'2.8'02 1'0/9'02 6921'0¢ 8'G0Z'6T 9ETT'6T 1'6¢6'ST 6'8/2'8T 62,081 9'G/T'8T [e0d
£'909'c8 L'Tve18 Tv7.'6L 8'eTL'6L 0'/55'8. L'7£0'9. 1'680'GL L2158l G'6S6'TL G'885'0L 29660 [£10108S
0002 6661 8661 1667 9667 G66T 66T €667 2667 1661 0667 yoeoiddy

(m4g1) ydeosddy funewnnsy Aq saneis payun ayl ul uondwuinsuo AGIdUI [-n dqel



